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Without the State Settlement, the City’s Plan of Adjustment is in jeopardy

No State Settlement results in the following risks:

* Pension creditors (the largest singe group of creditors) would likely not approve the plan without the State Settlement
* Proceeds expected from the DIA and foundations would be lost, worsening the proposed recoveries for all n.nn&ﬁon
* DIA art and other City assets would be at risk of loss and sale; value would be lost in a disorderly fire-sale of the art

* Proceeds from art would need to be split between all creditors, to the detriment of the pension systems

* State could be exposed to pension litigation regarding PFRS and GRS liabilitics of up to ~§3.5 billion

O  The outcome of any pension related litigation would set a precedent for other distressed municipalitics

* All other settlements with other creditor groups would be at risk, sending Detroit back to square one in the Chapter 9 process
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The Plan objectives include the revitalization of the City, the enhancement of core City services, and returning the
City to fiscal stability in a sustainable fashion

Fiscal stability and sustainability
* Stabilize key revenue streams and forecast revenues that the City can reasonably achieve

* Reduce burden of debt, pension and healthcate related (OPEB) liabilities, while providing restructured benefits to actives and

retitees

* Improve controls and daily operations

Revitalization of City of Detroit / Improvement of setvices for citizens

* Provide City with resources in order to reinvest, reinvent and grow within its own means
* Improve infrastructure

* Eliminate residential blight

* Public safety — reduce ctime and improve response times

* Essential services — reinvest in street lighting and other City services .

* Create the foundation to allow for a sustainable outcome for the City, residents, and stakeholders
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Average 10-year impact of pension cuts based on average estimated GRS pension of $20,000

Ilustrative only 1
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M Estimated cuts are illustrative only based on preliminary estimates; actual cuts for each person could vary significantly depending on impact
and status of annuity savings fund
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Average 10-year impact of pension cuts based on average estimated PFRS pension of $30,000

Ilustrative only [
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M Estimated cuts are illustrative only based on preliminary estimates; actual cuts for each person could vaty significantly
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Restructured retiree healthcare expenditures (OPEB) will be significantly reduced

Retiree Healthcare Expenditures
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Note: Reductions in retiree healthcare expenditures will reduce average cost per employee from over $18,000 in FY 2013 to approximately
$2,000 in FY 2016
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The City POA assumes ~50% reduction in total liabilities and ~75% reduction in unsecured liabilities

Total Liabilities g Unsecured Liabilities
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Pre-petition Restructured I June Creditor Proposal NPV of recoveries
I (liabilities as of 6/30/13) (@ 5% discount rate

1l Prepetition liabilities are based on CAFR and June 14th Creditor Proposal, actual claim amounts may differ. Treatment of DWSD and other secured
debt to be determined

%) Represents net present value of cash flows to unsecured creditors discounted at 5%. Actual liabilities at emergence are estimated to be slightly lower

B! Hypothetical treatment of unsecured creditors is subject to on-going discussions and could change materially
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Accumulated deficit would be $3.9b over ten year period absent restructuring

($ in billions)

Cumulative sustainable balanced budgetll
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I Represents the cumulative surplus/deficit over the 10 year petiod, assuming beginning surplus/deficit balance of zero
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